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OFFICE  OF  MANAGEMENT  AND 
BUDGET 

Proposed  0MB  Circulan  Request  for 
Comments 

agency:  Office  of  Management  and 
Budget. 

action:  Request  for  comments  on 
proposed  OMB  Circular. 


summary:  The  proposed  Circular  would 
establish  a  Federal  policy  on  the  cost 
accounting,  cost  recovery  and 
interagency  sharing  of  multi-user  data 
processing  facilities. 
date:  Comments  must  be  received  on  or 
before  September  10, 1979. 

ADDRESS:  Written  comments  should  be 
addressed  to  the  Information  Systems 
Policy  Division,  Room  9002,  New 
Executive  Office  Building,  Washington, 
D.C.  20503. 

FOR  FURTHER  INFORMATION  CONTACT: 

Mr.  John  A.  Caron,  Information  Systems 
Policy  Division,  Room  9002,  NEOB  (202) 
395-3785. 

SUPPLEMENTARY  INFORMATION:  Federal 
agencies  have  been  given  two 
opportunities,  in  November  1978  and 
March  1979,  to  submit  informal 
comments  concerning  drafts  of  this 
proposed  policy.  The  present  form  of  the 
policy  reflects  the  suggestions  of  the 
agencies.  OMB  now  solicits  public 
comments  prior  to  implementation. 

OMB  anticipated  that  implementation 
of  this  policy  will  institute  business-like 
procedures  for  the  management  and  use 
of  Federal  data  processing  facilities. 
Accurate  cost  data  will  assist  agencies 
in  meeting  such  cost  studies  as  those 
required  by  OMB  Circular  No.  A-76. 

OMB  is  also  establishing  a  policy  of 
encouraging  agencies  to  make  increased 
use  of  data  processing  resources 
available  form  other  agencies.  Such 
interagency  sharing  should  be 
documented  and  reimbursed  by  the 
recipient  of  the  services.  A  management 
control  procedure  is  required  to  ensure 
that  interagency  sharing  is  evaluated  to 
support  new  agency  applications. 

The  result  of  this  policy  is  expected  to 
be  increased  productivity  and  lower 
costs  in  the  management  and  use  of 
Federal  data  processing  facilities. 

The  text  of  the  proposed  policy  is  set 
forth  below. 

Velma  N.  Baldwin, 

Assistant  to  the  Director  for  Administration. 


OMB  Circular  No.  A- 

7b  the  Heads  of  Executive  Departments  and 
Establishments 

Subject:  Cost  Accounting,  Cost  Recovery  and 
Inter-Agency  Sharing  of  Multi-User  Data 
Processing  Facilities 

1.  Purpose.  This  circular  establishes  policy 
for  multi-user,  general  management  data 
processing  facilities  operated  by,  or  on  behalf 
of.  Federal  agencies.  The  purpose  of  this 
policy  is  to  reduce  the  costs  and  increase  the 
efficiency  of  data  processing  facilities  by 
instituting  business-like  procedures  for  their 
management  and  use.  This  policy  requires 
agencies  to: 

•  Account  for  the  full  cost  of  operating  data 

processing  facilities; 

•  Allocate  all  costs  to  users  according  to  the 

service  they  receive; 

•  Share  their  facilities  with  other  agencies; 

•  Recover  the  cost  of  inter-agency  sharing; 

•  Evaluate  inter-agency  sharing  to  support 

major  new  data  processing  applications. 

2.  Applicability.  The  policies  and 
responsibilities  established  by  this  circular 
apply  to  all  executive  branch  departments 
and  agencies.  Within  the  Department  of 
Defense,  the  Military  Services.  Defense 
agencies,  and  the  Office  of  the  Secretary  of 
Defense  are  to  be  considered  separate 
agencies. 

3.  Definitions,  a.  Data  processing  facility. 
For  the  purpose  of  this  circular  the  term  “data 
processing  facility”  means  the  personnel, 
hardware,  software,  and  physical  facilities  of 
an  organizational  entity,  operated  by  or  on 
behalf  of  a  Federal  agency,  whose  primary 
function  is  the  operation  of  one  of  more 
general  management  computers.  A  data 
processing  facility  includes; 

(1)  The  personnel  who  operate  computers: 
develop  and  maintain  software;  provide  user 
liaison  and  training;  schedule  computers; 
prepare  and  control  input  data;  control, 
reproduce  and  distribute  output  data; 
maintain  tape  and  disk  libraries;  provide 
security,  maintenance  and  custodial  services; 
and  manage  or  provide  administrative 
support  to  other  personnel  engaged  in  these 
activities. 

(2)  The  owned,  rented  or  leased  computer 
and  telecommunications  hardware  including 
central  processing  units;  associated 
peripheral  equipment  such  as  control  units, 
disk  drives,  tape  drives,  drum  storage, 
printers,  card  readers  and  consoles;  data 
entry  equipment;  data  reproduction, 
decollation,  booking  and  binding  equipment; 
telecommunications  equipment  used  for  the 
transfer  of  data  between  remote  sites  and  the 
facility  including  telecommunications  control 
units,  terminals,  modems  and  dedicated 
phone  lines. 

(3)  The  general  purpose  software  including 
operating  system  software,  utilities,  sorts, 
language  processors,  access  methods,  data 
base  processors  and  other  similar  multi-user 
software. 

(4)  The  physical  facilities  including 
computer  rooms;  tape  and  disk  libraries; 


stockrooms  and  warehouse  space;  office 
space;  physical  fixtures  such  as  desks,  chairs, 
storage  and  ble  cabinets;  general  office 
telephones;  and  general  office  duplicating 
equipment,  calculators,  typewriters  and 
similar  office  machines. 

b.  FuU  costs.  As  used  in  this  circular  the 
term  "full  costs”  means  all  significant 
expenses  incurred  in  the  operation  of  a  data 
processing  facility.  The  following  cost 
elements  must  be  included; 

(1)  Personnel — including  salaries,  overtime 
and  fringe  beneFits  (both  funded  and 
unfunded)  of  civilian  and  military  personnel; 
personnel  training;  and  travel. 

(2)  Equipment — including  depreciation  for 
owned,  capitalized  equipment;  rental  costs; 
and  direct  expenses  for  non-capitalized 
equipment. 

(3)  Software — including  depreciation  for 
capitalized  costs  of  developing,  converting  or 
acquiring  software;  rental  costs  for  software; 
and  direct  expenses  for  non-capitalized 
acquisition  of  software. 

(4)  Supplies — including  office  supplies;  data 
processing  materials;  and  miscellaneous 
expenses. 

(5)  Contracted  services — including 
technical  and  consulting  services;  equipment 
maintenance;  data  entry  support;  operations 
support;  maintenance  of  multipurpose  and 
operating  system  software;  and  the 
telecommunications  network  services. 

(6)  Space  occupancy — including  rental  and 
depreciation  of  buildings,  general  office 
furniture  and  equipment;  building 
maintenance;  heating,  air  conditioning  and 
other  utilities  expenses;  telephone  charges; 
and  building  security  and  custodial  services; 

(7)  Intra-agency  services  and  overhead — 
including  the  costs  of  normal  agency  support 
services  either  billed  or  allocated. 

(8)  Inter-agency  services — including  the 
costs  of  services  provided  by  other  agencies 
and  departments  whether  reimbursed  or 
estimated. 

c.  User.  For  the  purpose  of  this  circular,  the 
term  "user”  means  an  organizational  entity 
which  receives  service  from  a  data 
processing  facility.  A  user  may  be  either 
internal  or  external  to  the  agency  responsible 
for  the  facility. 

4.  Policy,  a.  Agencies  shall,  to  the 
maximum  extent  feasible,  share  their  data 
processing  facilities  with  users  from  other 
agencies.  Sharing  arrangements  shall  be  on 
the  basis  of  reimbursement  for  the  full  costs 
of  providing  services.  Each  sharing 
arrangement  where  the  annual 
reimbursement  exceeds  $50,000  shall  be 
documented  by  a  written  agreement  which,  at 
a  minimum,  identifies:  the  services  available 
for  sharing;  the  service  priority  procedures 
and  terms  to  be  afforded  each  user;  the  prices 
to  be  charged  for  providing  services;  the 
arrangements  for  reimbursement  of  the 
agency  providing  the  services;  and  the 
arrangements  for  terminating  the  sharing 
agreement.  Insofar  as  possible,  standard 
terms  and  conditions  will  be  provided  to  all 
users  obtaining  similar  services.  Such  sharing 
arrangements,  when  fully  documented  and 
part  of  a  formal  sharing  program,  can  be  used 
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by  the  agency  providing  services  in 
justifications  for  resource  requests  and 
allocations. 

b.  Agencies  shall  establish  cost  accounting 
procedures,  which  are  consistent  with  the 
Federal  Government  Accounting  Pamphlet 
Number  4,  Guidelines  for  Accounting  for 
Automatic  Data  Processing,  United  States 
General  Accounting  Office,  1978,  for  the 
operation  of  data  processing  facilities  whose 
estimated  full  costs  exceed  $3  million  per 
year.  For  data  processing  facilities  whose 
estimated  costs  are  less  than  $3  million  per 
year  agencies  shall  make  an  annual  estimate, 
using  cost  finding  techniques,  of  the  full  costs 
of  operation. 

c.  Agencies  shall  implement  a  user  cost 
allocation  system  to  account  for  the  full  cost 
of  providing  services.  The  system  shall  follow 
the  guidance  provided  by  GAO  in  the 
Government  Accounting  Pamphlet  Number  4 
or  as  estimated  using  cost  finding  techniques 
where  the  annual  full  costs  are  less  than  $3 
million.  The  user  cost  allocation  system  shall; 

•  Separately  identify  the  costs  of  operating 
each  computer  application  at  the  facility. 

•  Allocate  the  costs  for  each  service 
provided  by  the  facility  to  the  users  of  that 
service  on  an  equitable  cost  sharing  basis 
commensurate  with  the  amount  of  resources 
required  to  provide  that  service  and  the 
priority  of  service  provided. 

•  Separately  identify  the  unfunded  costs 
resulting  from  equipment  depreciation  and 
software  depreciation  in  both  user  charges 
and  in  reimbursements  received. 

•  Directly  allocate  the  full  cost  of  such 
dedicated  services  as  application  systems 
programmers  and  analysts,  software  unique 
to  a  single  application,  and  remote  terminals 
and  modems  to  the  recipient  of  the  services. 

d.  Agencies  shall  submit  periodic 
statements  to  users  specifying  the  cost  of 
operating  each  user  application.  External 
agency  users  shall  be  required  to  reimburse 
the  agency  providing  service  to  fully  recover 
the  costs  of  the  services  received.  The 
transfer  of  funds  within  an  agency  is  left  to 
the  discretion  of  the  agency  to  implement 
wherever  appropriate. 

e.  Budget  and  appropriation  requests  by 
data  processing  facilities  shall  be  reduced  by 
the  amount  of  plannned  reimbursements.  The 
unfunded  portion  of  planned  reimbursements, 
arising  from  equipment  and  software 
depreciation,  may  be  used  for  the 
replacement  and  augmentation  of  capital 
assets  in  the  fiscal  year  of  the  reimbursement 
provided  such  usage  is  specifically  disclosed 
in  the  budget  and  appropriation  requests.  The 
excess  of  reimbursements  over  actual  costs, 
including  the  replacement  of  capital  assets,  in 
any  Fiscal  year  shall  be  deposited  to  the 
Treasury  as  miscellaneous  receipts. 

f.  Agencies  shall  establish  a  management 
control  procedure  for  determining  which  data 
processing  facility  will  be  used  to  support 
each  major  new  application.  Each  agency 
shall  define  the  term  “major”  in  terms  of 
development  cost,  application  system  life, 
functional  or  generic  category,  or  other 
criterion  or  combination  of  criteria  which 
best  fits  the  agency's  environment.  This 
procedure  will  either  place  the  authority  for 
making  this  determination  with  a 


management  official  above  the  level  of  the 
functional  user  supported  by  the  application 
and  above  the  level  of  the  data  processing 
facility  or  will  provide  for  an  appeal  to  such  a 
management  official.  This  procedure  will  also 
insure  that  the  basis  of  each  such  decision  is 
documented  and  that  such  documentation  is 
maintained  in  the  agency's  files. 

5.  Agency  Responsibilities,  a.  Agencies 
shall  establish  internal  policies,  procedures 
and  responsibilities  to  implement  the  policies 
contained  in  this  Circular. 

b.  Agencies  shall  insure  that  contracts 
awarded  by  their  procurement  offices  for  the 
operation  of  data  processing  facilities  under 
facilites  management  contracts  include 
provisions  for  compliance  with  the  provisions 
of  this  Circular. 

c.  Agencies  supplying  data  processing 
services  whose  estimated  annual  costs  ^ 
exceed  $50,000  to  a  user  from  another  agency 
shall  insure  that  the  written  sharing 
agreement  specified  in  4.a.  is  executed. 

d.  Agencies  shall  assure  that  the  cost 
accounting  procedures  established  for 
facilities  subject  to  this  policy  are  consistent 
with  the  GAO  guidelines,  and  that  the  cost 
data  collected  using  these  procedures  can 
also  be  used  with  appropriate  adjustments, 
but  without  recompilation,  to  support  any 
cost  analysis  pertaining  to  this  facility 
conducted  in  accordance  with  OMB  Circular 
A-76  and  supplemental  instructions  thereto. 

6.  General  Services  Administraton 
Responsibilities,  a.  GSA  shall  modify  existing 
regulations  to  be  consistent  with  the  policies 
established  by  this  Circular. 

b.  GSA  shall  insure  that  data  processing 
facilities  designated  as  Federal  Data 
Processing  Centers  pursuant  to  Section  lll.b 
of  Pub.  L.  89-306  comply  with  the  policies 
established  by  this  Circular. 

c.  GSA  shall  insure  that  provisions 
consistent  with  this  policy  are  included  in 
agency  contracts  for  data  processing  facilities 
wherever  GSA  is  the  contracting  agency  or  as 
a  condition  for  granting  a  delegation  of 
procurement  authority,  and  that  such 
provisions  are  included  in  agency  requests 
for  proposals. 

7.  Reporting  Requirements.  Within  120 
days  of  the  publication  date  of  this  Circular 
agencies  shall  provide  OMB  with  plans  and  a 
timetable  for  the  implementation  of  the 
policies  established  in  this  Circular.  The 
plans  shall  identify  all  installations  subject  to 
this  policy;  provide  a  description  of  the 
management  control  procedure  specified  in 
paragraph  4.f;  specify  the  name  of  the  official 
responsible  for  overseeing  the 
implementation  of  the  management  control 
procedure:  and  specify  the  name  of  the 
official  with  overall  responsibility  for  the 
implementation  of  the  policies  contained  in 
this  Circular. 

James  T.  McIntyre,  Jr., 

Director. 
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